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The Honorable Jocelyn G. Boyd
Chief Clerk/Administrator

Public Service Commission of South Carolina

101 Executive Center Drive (29210)
Post Office Drawer 11649

Columbia, South Carolina 29211

- *., k..,

RE" South Carolina Electric & Gas Company

Request for Approval of Third Amendment to Contract for Electric Service with

Michelin North America, Inc.

Dear Ms. Boyd:

Pursuant to 26 S.C. Code Ann. Regs. 103-303 (1976, as amended), South Carolina

Electric & Gas Company ("SCE&G" or "Company") hereby files with the Public Service
Commission of South Carolina ("Commission") and seeks approval of a Third Amendment

("Third Amendment") to the Contract for Electric Service ("Contract") between SCE&G and

Michelin North America, Inc. ("Michelin"), with such approval to be made effective as of May
8, 2011, the effective date of the Third Amendment. l A summary of the key terms and

provisions of the Third Amendment is set forth below.

The Third Amendment is related to Michelin's recent decision to invest another $200

million in its facility in Lexington County, South Carolina, to further expand its tire building

capacity• It is SCE&G's understanding that, as part of this expansion, Michelin expects to create

270 new jobs, phased in over the next two years.

I On March 20, 1998, SCE&G and Michelin executed the Contract for electric service.

Under the Contract, SCE&G provided electric service to Michelin pursuant to the Company's

Commission-approved retail electric rate schedule Rate 23 and its Commission-approved Real

Time Pricing methodology. Because SCE&G was charging Michelin a rate for electric service

that had been previously approved by the Commission, SCE&G was not required to seek

Commission approval of the Contract. Likewise, the first and second amendments to the

Contract did not require Commission approval because those amendments did not alter or change
the rate under which SCE&G billed Michelin for electric service.
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Under the Third Amendment, SCE&G will provide electric service to Michelin's

expanded load pursuant to the demand charge set forth in the Company's retail electric rate
schedule entitled "Rate 23 - Industrial Power Service" as currently approved by the Commission

and an economic development credit. Thereafter, Michelin will be billed for electricity under

Rate 23.

Due to the commercial sensitivity and proprietary nature of certain provisions of this

Third Amendment as well as the highly competitive nature of the industry in which Michelin

operates, the Company and Michelin respectfully request that the Commission find that the Third
Amendment contains protected information and issue a protective order barring the disclosure of

this agreement under the Freedom of Information Act, S.C. Code Ann. §§ 30-4-10 et seq., 26

S.C. Code Ann. Regs. 103-804(S)(1), or any other provision of law. Pursuant to S.C. Code Ann.

Regs. 103-804(S)(2), the determination of whether a document may be exempt from disclosure is
within the Commission's discretion.

To this end, and in accordance with Commission Order No. 2005-226, dated May 6,

2005, in Docket No. 2005-83-A, we enclose with this letter a redacted version of the Third

Amendment that protects from disclosure the sensitive, proprietary and commercially valuable

information, while making available for public viewing non-protected information. We also

enclose a copy of the unredacted Third Amendment in a separate, sealed envelope and

respectfully request that, in the event that anyone should seek disclosure of this unredacted Third

Amendment, the Commission notify SCE&G of such request and provide it with an opportunity
to obtain an order from this Commission or a court of competent jurisdiction protecting the Third

Amendment from disclosure.

Enclosed are the following:

(1) A true and correct copy of the original Third Amendment in a sealed

envelope marked "CONFIDENTIAL." Each page of the Third
Amendment is also marked "CONFIDENTIAL."

(2) Ten copies of a redacted copy of the Third Amendment for filing and

public disclosure.

By copy of this letter, we are providing the South Carolina Office of Regulatory Staff

("ORS") with a redacted copy of the Third Amendment for its records. Additionally, SCE&G

will make the original, unredacted copy of the Third Amendment available to ORS for its

review.

Thank you for your assistance and consideration of this matter. If you have any

questions, please do not hesitate to contact us at your convenience.

(Continued...)
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MWG/mcs
Enclosure

cc: JohnW. Flitter

Verytruly yours,

MatthewW. Gissendanner

JeffreyM. Nelson,Esquire
(viahanddelivery)
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ORIGINAL
THIRD _DMENT TO

CONTRACT FORELECTRICSERVICE •

(CONTRACT#_2)

This ThirdAmendment to Contract for F_.Jectfi¢Service (_11irdAmmtdment_ ismade and entered into

effective _H _.; -L.Ot, .('Effed]ve Date') by and between South Carolina Elecldo & Gas Company
('CompaL_y"or"SCE&_ and Michelin North Amedce, Inc. ("Customer').

RECITAL5

WHEREAS, SCE&G and Customer are parties to a Contract for Electdc Service (No. E9805112) dated

Apdl t, 1998 (the'Original Contract'), as amended on September 16, 2004 (the "FirstAmendment'), and as
amended on March 1,2006 (the "Second Amendment"), (collectivety,the "Contract'); and

WHEREAS, Company and Customer now desire to amend the Contract in certain particulars.

NOW, therefore, for and in considerationof the mutual covenants herein contained, the parti_ hereto

agree as foIlows:

The fotiowlng pages of the OriginalContract are eliminated In their entirety: Unnumbered page
beginningWith B. BASE RATE STRUCTURE through the end of numbered page 8, ExhibitA (6 total
pages) and Exh_it B (1 total page). The initialterm of this Third Amendment shall be ten _10)years
from Its Effective Date.

_CCOUNTING FOR EACH PLANET

The Contract contemplated one account ('Lexington Site') based on cdnddentaUzed demand end
arlthme_cally added energy. Due to Customerrequirements for ac¢ount[ng at the plant level
(hereinafter"U.S. 5" and "U.S. 7), Company and Customer have agreed 1obill each plant separately.
In keeping with the intent of the Contract,Customer and Company have agreed on the following

arrangements for b_ng:

1, The Basic Facititles Charge as Is indicatedon Company's Industrial P_ Se_LceRate 23
e allo0ated toUS 5 anam m u.o./.

(IPS) in effect at the t'._,eofb_/n.g _ and Is_located _th _ tO U,S. 5 and
2. Tha Comract Oemana Jecu.=,,w_

, :," ........ ..=,,.mt._,,ll_g_lLeQw|th_tou. o, oulzum

spedfied below, me uonzra= uur_u.u w,,,,_ .......
to U. S. 7 as Is provided in p_ragraph 5 under Spedal Conditions below.

3. In any m_nth that the power factorat the time of aolnddentaltzed kW demand of U.S. 5 & U.S. 7
is less than 85% power factor then a power factor penaltysha[I be assessed in accordance with
Company's IndusMal Power Service Rate 23 {If)S) In elfect at the ttmeof blIllng.The power
factor penaJtyshall be assessed to the U.S. 5 and U.S. 7 billsbased on each plant's contdbutlon

to the power factor penalty.
4, Each month, the actusI demand for each account shag be based on the non-coincidentpeak kW

demand of each plant. A Coincidental Demand Credit equal to._t_._ffere_ce.bet_e_en the
colnddentat kW demand of both plants and adthmel_¢non-col,r_ip___'_ ',_'_

& U S 7 times the applicable Demand Rate shall be credited_ll_j(_E_ll.u_
5 ............. ,fference betw_zch plant's non.colncide_t ]]
divk[ed between U.S. 5 & U.S. • .oaseoon the u_. . .. ".';TROT[ ",'."/TL_';,EL.L-.._ Ill I_

kVVpeak and thelr pro rata con_bution tI the ¢oinddsn, atize(l_Tr_lna _= t_'ar_rl ._jj

!



$p.EClAt, CONDITIONS

1. _ustomeT Exj_rmloj1;
The (_ustomer has committedto make an estimated$200,000,000 expansion at itsLexingtonSite,
whP-..hIt plans to officiallyannounce In May 20tt. This expansionv_ll require about _ of addlUona!
u-opacityfrom the Company's MichelinSubstatr_ and wl, add additional load ('Expansion Load') to
Company's system as defined in paragraph4 below.

2. Equipment In._arvice Date
The Equipment In-Service Date 6h_1[be defined as the date when Customer notifiesthe Companythat
the m_nufactudng equipment far the E.xpans/onLoad has been/nstalled end fs operational,or October
12, 2012, whl¢hever occurs first. Customer may at any timewithin the first six(8) monthsfollowing the
Equipment In-Service Date request for the EconomicDevelopment Credits (EDC) describedbelowto
begin. Such request shell be In writingwith 30 days notice. In the event Customer does not make such
request dudng thefirstsix month per{odfollowingthe EquipmentIn-Serv_e Date, the EDCs shall
begin automatically on the f'_stbillingperiod fo_lowingthe exp|ration_ the six monthperiod.

3. E_eonornicDevelopment Cre¢ll_
Customer-Willbe billed for all service in accordancewith Company's Indus_at Power Service Rate 23
_PS) tn effect at the lime of b_ing, with the exception o_the U. S. 5 & U.S. 7 Expansion Loadwhich
will be billed os described below.

Beglnl_lngwith the Customer's first bill Issuedfollowingthe Equipment In-Service Date and extending
for a pedod of three (3) consecutive 12 month periods, the Customer's Expansion Loadwill be billed
according to a ContractRate, consistingof:.1) a Demand Charge and 2) an EoonomloDevelopment
CredR, as follows:

1) an _.._g_: The Customer's Demand Charge for the F_.xpansionLoad shall be Demand
Charge for"All KW of Bl_ng Demand=in the Company's IPS Rate 23, in effect atthe timeof
billing, applied to the B_lingDemand kW asdetermined by the Company.

2) _Economlc DevelopmentGredit: The Customer's Economic Development Credit for the
Expansion Loadshall be determined by muttlplying the Econ_n,,foDevelopment Credit
•pei,¢entages I|st_l belowtlmes the Demand Charge for the-ExpanslonLoad: .....

AmQrtdmeptYear
Year 1
Year 2
Year3

At the conclusionof three years of receMng Economic Development Credits under thisAmendment,
billingfor all sorvlce underthis Contract shall be in accordancewith the Company's Induslfial Power
Service Paste23, in effad at the tbt_e of b_llfr_. Tho provisionsof the Section cf thlsThird Amendment
entitled ACCOUNTING .FOR E..ACHPLANT will conb'nueduringthe term of thLsThird Amendment.
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4. _Oarlslon Load:
Beginningwith the Equipment ln-Servlce Date, the Expansion Loadwill be determined as the amount
by which the Golncfdentalmonthly peak demand exceeds the site's (includes both U. S. 5 & U, S. 7
IQad) coincidental peak demand for the 12 month pedad beginningSeptember 2009 throughAugust
2010 as Indicated below:

Expanston Baseline Peak Demand levels are as follows:

January 20_0 " _ July 20tO

February 2010 _1 August 2010

March 2010. _ September 200g

April 2010 _ October 2009

May 2010 _1_ Noveml_r 2009

June 2010 _ December 200g

6, C0n.tract Dema.d

in the same bi[li.g pedod that Custorm
Contract Demand shall be raised from
allocated between U. S, 5and U. S. 7 as follows:

Economio Development Credils, the
!Thts new ContractDemand shallbe

to u. s. 5.and_to U. S. 7.



STANDARD CONDITIONS

The follo.wfngtwo provisionsare added to the Standard Cond_ions of the Contract."

Credltworthlnese: Company, fn order to satisfy itself of the abiUtyof the Customer to meet its
obggation8 under the Contract, may conduct periodic reasonable credit reviews insccordanoe with
standard commerdal practices. Customer agrees to assist in these reviews by providingflnandal
information_Jld at the request of the Company, wig maint=dnsuch credit supportor surety Including but
not limited to, an unconditionaland Irrevocable letter of credit to provide adequate securityfor
protection against the risk of nonpayment.

Assignment: Neither Party shall _dgn Ibis/_reernent or Its dghts hereunder wlthoutthe priorwritten
consent of the otherParty, which consent may be withheld in the exercise of Its solediscretion.

The language in the Termination paragraph contained inthe Contract related to Demand Termination
Charges shall apply as follows:

The Termination paragraph in the Contractstates "Customers who terminate pdorto the expirationof
the initial term or any extension lhereof shall also pay to Company a termination charge equal to 90%
of the maximum demand set during the term times the demand rate In effect at the time of termination
times the number of months remaining in the contract period." in no case shall this Termination Charge
exceed the Econo_c Development C,redlls Issued pdor to terminaUon.For the purposesof calculating
the maximu_ demand set dudng the term, the followingshall apply:,

The underlying Contract dated April 1, 1998 is In "evergreen" status meaning It Is beyond the Initial
term of the Contract and theTerrrdnaUonnotice Is 12 months, The rnax_mumdemand set during the
term for the non-Expansion Load Is hereby agreed to be deter% of the maximum
Expansion Baseline Peak Demand level or _* 90% =

24 The maximum demand set during the ten (10) year tnitlal term of Ibis Amendment for the Expansion
Load shag be 90% of highest Expansion Load (monthly kW demand for sits load less Expansion
Baseline Peak Demand level).

.

4,

At the end of the Initialterm of thisAmendment, aJlload will be treated the same end wit!be subject
to the Termination paragraph in the Conkact,

FadUty Termination she1! apply Ineither case above ss outlinedin Termination paragraph of
Contract.

REGULATORY APPROVA_

The Customer agrees to support the Company In Its request to the PubircService Comrrdss[onof South
Caro_na ('Commission') to protect the confidential inl'ormatlon contained within the Contract. This
Conlract is subject to the approval of the Commission. and any and ell provisionsherein are subject to
change by order(s) of the Commission and the Customer agrees to support the Company [n Its request
to the Commission seeking approval of the Contract.

4
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CONFIDENTIALITY

Company and Customer hereby agree to keep the terms of this Contract confidenUal. Neither _rty
shall d_sz=loeedirectly or Indirectly without the prior written consent of. the other party Ihe terms of this
Conlractto a third party except (i) in orderto complywilhany applicablelaW,order, regulation,orexchange
ru_; (_J to Ihe extent necessary for the enforcementof this Contract; or _ to its employees, lenders,
counsel,_=:otmtants and other agents on a need-to-k_owbasisfor the analysisof businessIssues related
to thisContract,providedsuch personsshallhaveagreed to keepsuch terms confidential. The existenceof
Ihis Contract is not coN]deCal,

Except as noted herein, all otherprovisionsof the Contract shaJ[remain in full force and effect. No
other provisionsof the Contract are altered by this ThirdAmendment.

[n Witness Whereof, the padies hereto h_zvecaused these presentsto be duly executed ins S t_ day
of __Ple,,j ,2011.

Mlchel|n _rth America, Inc.

,
Its: V'P IF_#,ct.ll,o=..v4

South _',moilna Electdc & Gas Company

Wd[iamG. WQtkfns

its; Manager-Lsrge Cu.stomerAccountsand Sgrvices


